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The Honorable Tom Wheeler l, -(e i e
Chairman

Federal Communications Commission
445 12th Street SW
Washington, DC 20554

Dear Chairman Wheeler:

I write amid new reports of blatant fraud and abuse within the Lifeline program, which reinforce
the program’s reputation as one of the most corrupt federal programs in recent memory, and which is
supported by taxes paid by individuals and small businesses across America. The FCC’s failure to
conduct appropriate oversight and enforcement of the nules promuiggfed by the FCC is unacceptable and
appalling. |

|

Recent reports from Colorado document the blatant abuse of this cell phone welfare program by a
nationwide cell phone company, Total Call Mobile. News investigators were able to receive taxpayer-
subsidized cell phones from this company under clearly fraudulent circumstances. The investigators
found Total Call Mobile agents deliberately circumventing Lifeline program rules by allowing non-
eligible individuals to sign up for free phones using food stamp cards that were not their own, which
undoubtedly violates federal law. This case makes obvious the need for the FCC to immediately
prioritize enforcement of the program rules and regulations. Without aggressive enforcement of Lifeline’s
eligibility rules, fraud will continue to plague this taxpayer subsidized welfare program.

|

The FCC must hold vendors, each of which receive millions of dollars per year in government
subsidies through Lifeline, accountable for deliberately circumventing the rules. In a letter to you last
year, I emphasized the need for additional criminal investigators to provide program oversight. Instead,
you decided to rely on the FCC’s “strike force.” Unfortunately, your decision has clearly been ineffective
in limiting abuse and deterring ongoing fraud.

Again, I urge you to take action to increase accountability within Lifeline and administer quick
enforcement against vendors who violate the rules. By Wednesday, March 18, 2015, please provide me
with your specific plan to enforce eligibility rules and what penalties Total Call Mobile will face for
deliberately allowing illegal behavior as part of its business strategy. More than two years have passed
since the FCC’s initial push to curb fraud and abuse within Lifeline, yet instances of fraud similar to Total
Call Mobile continue to be uncovered. Far more needs to be done. Your response can be directed to
Drew Feeley on the Committee’s staff at drew_feeley@sbc.senate.gov and (202) 224-3497.

Sincerely,

avid Vitter
Chairman
U.S. Senate Committee on Small Business and Entrepreneurship
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Dear Chairman Vitter:

Thank you for your letter expressing concerns about fraud and abuse in the Lifeline
program, specifically referencing news coverage of alleged abuse of the program by
wireless Lifeline service provider Total Call Mobile. Please be assured that I share your
concerns. The elimination of waste, fraud, and abuse in each of the Universal Service Fund
programs is among the Commission’s highest priorities.

We take seriously our obligation to protect the Universal Service Fund. With
specific reference to the Lifeline program, the Commission has implemented sweeping
reforms to combat waste, fraud, and abuse. For example, among the most recent reforms is
a requirement that Lifeline service providers verify customer eligibility prior to enrolling
them in the program and a prohibition on service providers claiming support for existing or
new consumers who are ineligible to receive Lifeline service. One major component of the
recent reforms is the Commission’s National Lifeline Accountability Database (NLAD),
which has significantly reduced Lifeline fraud in the first year of its existence by allowing
service providers to quickly identify potentially duplicate customers.

Moreover, the Commission has taken a number of enforcement actions to enforce its
rules and protect the integrity of the Lifeline program. In 2013 and 2014, the Commission
proposed over $90 million in fines against companies that apparently violated the rules limiting
Lifeline service to one subscriber per household, as well as recovered payments for thousands of
cases where a single company was providing duplicate service to the same person. In these
cases, the carriers knew or should have known that the consumers were ineligible because they
were already receiving service from that service provider. The Enforcement Bureau also has
issued more than 300 citations to individuals in 10 states notifying them that they have violated
the Lifeline program rules by receiving Lifeline-supported service on multiple customer
accounts. The citations ordered the consumers to cease and desist from applying for or receiving
more than one Lifeline-supported phone service and warned them that the Commission may
impose a monetary fine if the violations continued. And the Enforcement Bureau launched in
December 2012 a dedicated Lifeline fraud tip line and a dedicated e-mail address to facilitate
reporting of possible fraud in the program.
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The Commission’s programmatic reforms and enforcement efforts for the Lifeline
program have produced significant and measurable savings for the Universal Service Fund.
Specifically, as of the end of 2014, these efforts have saved the Universal Service Fund
approximately $2.75 billion since 2012, when Lifeline disbursements peaked. And annual
disbursements have fallen from a high of $2.2 billion in 2012 to approximately $1.66 billion in
2014.

The Commission takes seriously all allegations of Universal Service Fund waste, fraud,
and abuse. We note that while the reforms that have been implemented thus far have been
successful, we are considering programmatic changes that could help to further curb waste,
fraud, and abuse. Our Enforcement Bureau will use all of the tools currently at its disposal to
ensure that any rule or statutory violation they discover is aggressively pursued with the
Commission’s utmost resolve. In particular, the USF Strike Force is actively investigating
Lifeline service providers suspected of violating program rules and federal law. While it
would be inappropriate to comment on ongoing investigations, I agree with you that the
alleged conduct you have drawn attention to in your letter highlights the importance of
strong enforcement of our Lifeline rules.

I appreciate your interest in this matter. Please let me know if we can be of any further

assistance.
Sincerely, /
A ————— e ——
Y // “

Tom Wheeler




